AMKK ENANEER NG I NC
| BLA 97-30 Deci ded Novenber 4, 1998

Appeal froma decision of the Wonming Sate Gfice, Bureau of Land
Managenent , uphol di ng an order of the B ghorn Basin Resource Area Manager
requiring the successful reconpl etion or pluggi ng and abandonnent of
Fourbear Lhit VeIl No. 31. WO051801.

Afirned.

1 Environnental Quality: Generally--Ql and Gas Leases:
Producti on

Pursuant to 43 CF. R § 3162.3-4(a), an operator shal l
pronpt |y pl ug and abandon, in accordance wth a plan
approved in witing or prescribed by BLM each well in
which oil or gas is not encountered i n payi ng
guantities or which, after being conpleted as a
production well, is denonstrated to the satisfaction of
the authorized of ficer to be no | onger capabl e of
producing oil or gas in paying quantities. An order to
pl ug and abandon a well wll be affirned where the
record shows that the well has not produced for a
significant period of tine and the operator's plans for
a wat erfl ood programhave not been i npl enent ed.

APPEARANCES WIliamN Heiss, Esq., Casper, Woning, for Appell ant;
Brock Wod, Esq., dfice of the Regional Solicitor, US Departnent of
the Interior, Lakewood, (ol orado, for the Bureau of Land Managenent .

(PN ON BY ADM N STRATI VE JUDEE THRRY

Gl dnark Engineering, Inc. (Gl dnark or Appel lant) has appeal ed from
a Septenber 16, 1996, Decision of the Womng Sate Gfice, Bureau of
Land Managenent (BLMN), uphol ding an order of the B ghorn Basin Resource
Area Manager requiring Appel lant to plug or reconpl ete Fourbear Lhit Véll
No. 31. The Board granted Appel lant a stay of the Septenber 16, 1996,
Deci si on on Novenber 8, 1996.

The Septenber 16 Decision required Gl dnark to successful |y reconpl ete
Fourbear Lhit VeIl 31 (VI | 31) as a producer or injector "wthin a

reasonabl e tine to be determned by the B ghorn Basin Resource Area.” The
Decision further provided that, in the absence of a successful reconpletion
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or convincing evidence of Véll 31's utility to the Tensl eep wat erfl ood
project, the well shall be pronptly plugged and abandoned. Pursuant to
the Septenber 16, 1996, Decision, the Area Manager issued an order dated
Septentber 26, 1996, requiring that the well be plugged or reconpl eted by
Novenber 15, 1996, and providing for the assessnent of penalties if that
deadline was not net. The af orenentioned stay was subsequent!y i ssued.

Appel lant' s argunents before the Board are included inits

Petition for Stay of Hfectiveness filed on Gctober 18, 1996, and its
Additional Satenent of Reasons (Add SCR filed on Novenber 5, 1996.

Gl dnark explains that in 1993, it began a limted waterfl ood programin
the south end of the Fourbear field. It clains that al nost inmediately a
response was noted including a decrease in the decline in oil production
fromnearby wells. (Add S(Rat 1.) Appellant explains that this success
caused Gl dnark to continue its planned systenatic expansi on of the
waterflood programin three phases, over a period of several years, to
eventual ly include the entire field. 1d. It further explains that Véll 31
is located at the extrene north end of the field, several mles fromthe
area covered by Phase 1 of the waterflood program The north end of the
field wll be added to the waterflood in the third phase of the waterfl ood.
| d.

Appel lant clains that prior to starting the waterfl ood program
Gl dnark plugged Lhit VeIl 49 (Wl 49) at the request of the Womng Q|
and Gas onservation Gormission. It states that eval uation of the first
phase of the waterflood has now denonstrated that V| 49 woul d have had
value to the waterflood project. (Add SCRat 1.) Appellant states that
VWl 49 is located in an equival ent position at the south end of the field
as Wl| 31istothe north end of the field. 1d. Thus, Gl dnark clains,
until the waterflood has been inpl enented in a given area of the field,
each wel | bore has val ue, and Appel | ant "does not want to | ose any
wel | bores whi ch nay have use in the pl anned expansi on of the waterfl ood."
| d.

Mbreover, Appellant states, the actions required by the Authorized
Oficer directly conflict wth certain of Gl dnark's obligations under the
| ease, as well as the unit agreenent, and unit operating agreenent.

Appel lant clains the required actions have the potential to adversely
affect the interests of the Lhited Sates by reduci ng the anmount of
royalty to which it would be otherwse entitled. (Add SIRat 1-2.)

Gl dnark states that until Wl 31's useful ness in the expansion of the
waterflood to the north end of the field has been determned, it may be
violating its fiduciary duty and its duty to operate the field as woul d a
reasonabl e and prudent operator by prematurely plugging the well. (Add SR
at 2.)

Inits Answer, BLMstates the controlling Federal regulation in this
case, 43 CF. R 8§ 3162.3-4, has as its intent the prevention of the
indefinite prolongation of the Iife of inoperative but unpl ugged well s.
BLMcl ai ns that plugging an inoperative well reduces the safety and
environnental hazards the well presents to the surrounding |and. (Answer
at 2, citing BERCIndustries, 124 1BLA 331, 334 (1992).) BLMurges that
while the BLMAut hori zed G ficer can authorize, and subsequent|y
reaut hori ze, del ays

146 | BLA 226

WAW Ver si on



| BLA 97-30

i n pernanent abandonnent in increnents of 12 nonths under this regul ation,
the operator nust justify to the Authorized Gficer why the 12-nonth del ay
is needed. (Answer at 2-3.) BLMclains that Appellant has failed to
justify why a 12-nonth del ay of the abandonnent shoul d be granted under the
regul ati ons, and consequently, the Authorized Gficer correctly declined
to grant the delay. (Answer at 3.)

BLMstates that Vel 31 was first drilled in 1960, reconpleted in
1974, and shut in 1977. It has not produced since that tine. (Answer
at 3.) In 1992, after BLMinquiries, Appellant advised BLMthat Vel | 31,
anong others, woul d be put back into production within 4 years. To the
contrary, however, BLMclains, the wel | was not put back into production
wthin the 4-year period and there is no indication that it wll be. 1d.
BLM quot es Appel lant's own statenent in Gl dnark's Add SIR  "As noted
inthe statenent in Gldnark's Petition for Say of Efectiveness filed
herein, until the waterflood has been undertaken in this part of the field,
it cannot be known wth certainty whether [Lhit V&l 31] wll be of any
benefit to the waterflood program” (Answer at 3, quoting Add SCRat 2.)
Fromthis, BLMasserts, the Authorized Gficer had scant reassurance that
VWl | 31 would ever be a producing well. (Answer at 4.)

BLMurges that the facts in this case are substantively the sane as
those in ERCIndustries, supra, where a waterflood programwas simlarly
in place but tine dragged on and programefforts did not cause the wel l
in question to produce. (Answer at 4.) BLMstates that it cannot wait
indefinitely for VélI 31 to becone a produci ng well and that vague
assertions that the well might produce after the waterfl ood programis
conpl ete are not enough to justify granting another 12-nonth delay. 1d.

[1] Regulation 43 CF.R § 3162.3-4 controls resol ution of this
dispute. This regulation states in part:

(a) The operator shall pronptly plug and abandon, in
accordance wth a plan first approved in witing or prescribed
by the aut horized of ficer, each newy conpl eted or reconpl eted
well inwhichoil or gas is not encountered in payi hg quantities
or which, after being conpleted as a producing well, is
denonstrated to the satisfaction of the authorized officer to be
no | onger capabl e of producing oil or gas in paying quantities,
unl ess the aut hori zed of ficer shall approve the use of the well
as a service well for injection to recover additional oil or gas
or for subsurface disposal of produced water. In the case of a
newy drilled or reconpl eted well, the approval to abandon nay
be witten or oral wth witten confirnation.

* * * * * * *

(c) No well may be tenporarily abandoned for nore than
30 days wthout the prior approval of the authorized officer.
The aut hori zed of ficer may authori ze a del ay in the pernanent
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abandonnent of a well for a period of 12 nonths. Wen justified
by the operator, the authorized officer may authori ze additi onal
del ays, no one of which nay exceed an additional 12 nonths.

(Ephasi s added. )

Paragraph (c) above clearly contenpl ates that an operator nmay del ay
t he pl uggi ng and abandonnent of a well for as long as 12 nonths wth BLMs
prior approval. At the conclusion of such 12-nonth period, a further del ay
nay be aut horized by the agency when justified. No limt to the nunber of
such aut hori zed del ays is inposed by the regul ation.

Aut hori zation for such delays is, however, dependent upon the
operator show ng justification for this action. In the instant case, the
record shows that BLM approached Appel lant in 1992, and recei ved
Appel lant's coomtnent that the wel | woul d be producing in 4 years. Not
only did this not happen, but the waterflood programhas not even begun
anong the wells, to include Véll 31, in phase three of that program Nor
has a tinetabl e been offered for phase three wells. Ve upheld a BLM or der
inasimlar case, BERCIndustries, 124 |BLA 331, 334 (1992), where we
obser ved:

Aut hori zation for such del ays, is, however, dependent
upon the operator show ng justification for this action. 1In
the instant case, the record shows that BLMfirst sought the
pl uggi ng and abandonnent of well No. 44-31 in April 1978,
approximately 2 years after the well stopped producing. No
action resulted. Again, in 1988 the agency renewed its efforts
and | earned by correspondence dated August 26, 1988, that a
waterfl ood programwas under study. Sone 4 years later, the
programhas yet to be inpl enent ed.

As in BRC Industries, supra, we believe the record denonstrates that
BLM has given Gl dnark anple tine to inplenent its waterflood programwth
respect to Véll 31. In the absence of progress here, BLMacted wthinits
discretion in ordering Appel lant to plug and abandon VeI 31 and el imnate
the risk of environnental harmposed by the shut-in well. Mreover, our
decision to affirmBLMs Septenber 16, 1996, Decision finds support in
other prior case lawof this Board. In Mking Exploration, Inc., 119 IBLA
73 (1991), the Board found that BLMhad al l oned M ki ng a reasonabl e ti ne,
18 nonths after initial notice, to plug or produce its well. In that case,
as here, Mking sought to del ay abandonnent. In Chaveroo (perating Q.,
136 I BLA 102 (1996), the Board |ikew se affirned a BLMorder to either test
or plug and abandon shut-in wells on a Federal |ease where the wells had
been inactive for nore than 3 years. BLMs Decision of Septenber 16, 1996,
iswell wthin the paraneters established by Chaveroo (perating G., supra,
M king Expl oration, Inc., supra, and BRC I ndustries, supra.
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Therefore, pursuant to the authority del egated to the Board of Land
Appeal s by the Secretary of the Interior, 43 CF. R 8§ 4.1, the Decision of
the Wonming Sate Gfice is affirned.

Janes P. Terry
Admini strative Judge

| concur:

Gil M Fazier
Admini strative Judge
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